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a b s t r a c t
Two decades after reuniﬁcation substantial economic disparities between East and West
Germany remain. With formal institutions being equalized, a typical explanation is that the
partition of Germany created differences in economic values and attitudes that continue to
feed differences in economic performance. Empirical work using values surveys to investi-
gate the extent to which values differ between East and West has thus far produced mixed
ﬁndings. We use individual-level panel data to assess East and West German value prefer-
ences by investigating how individuals from each group differentially transform situational
factors into happiness. This novel method of assessing value differences shows that prefer-
ences indeed vary between East and West Germans. However, this variation is not in line
with the differences associated with the gap in economic performance; if anything, East-
erners appear to entertain values more conducive to economic growth. This suggests that
the belief that economic differences between Eastern and Western Germany are a result of
a Communist cultural legacy may be largely a myth.
© 2010 Elsevier B.V. All rights reserved.
1. Introduction
The view that values and informal institutions are a cause of differences in economic performance between countries
and regions is growing in popularity (Franke et al., 1991; Granato et al., 1996; Harrison, 1992; Jackman and Miller, 1996;
McCleary and Barro, 2006; Noland, 2005; North, 1990; Pryor, 2005; Swank, 1996; Williamson, 2000). Reuniﬁed Germany
offers an excellent test case for this argument. Almost two decades after political and formal institutional reuniﬁcation,
economic performance in Eastern Germany is still considerably below West German standards (Boltho et al., 1997; Sinn
and Westermann, 2001; Sinn, 2002; Hall and Ludwig, 2006; Snower and Merkl, 2006; Uhlig, 2006, 2008). The most recent
data show that in 2009 labor productivity in Eastern Germany as a whole still stood at less than 80% of the German average
(Statistisches Ämter des Bundes undder Länder, 2010),while the unemployment rate in the East is 13%, almost double that in
the West (Federal Statistical Ofﬁce Germany, 2010). An oft-heard explanation for this continuing gap is that a so-called “wall
∗ Corresponding author. Tel.: +31 503 633 929; fax: +31 503 632 341.
E-mail addresses: A.A.J.van.Hoorn@rug.nl (A. van Hoorn), R.K.J.Maseland@rug.nl (R. Maseland).
1 Tel.: +31 503 636 593; fax: +31 503 632 341.
0167-2681/$ – see front matter © 2010 Elsevier B.V. All rights reserved.
doi:10.1016/j.jebo.2010.10.003
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in the head” still separates East and West Germans: persistent differences in the values held by Easterners and Westerners
are thought to create divergent economic outcomes.2
In this paper, we investigate whether four decades of separation have indeed resulted in structural differences in values
that are capable of causing the observed economic divergence. We do so following a novel method to measure values differ-
ences which focuses on differences in the determinants of subjective well-being (SWB) or happiness. Estimating the effects
of such factors as income, job and marital status, known to be strongly related to happiness, we are able to construct happi-
ness (“utility”) functions for the representative East and West German inhabitant. If there are important differences in value
preferences between East and West, we expect these functions to exhibit substantial heterogeneity. Previous applications
of this approach have shown, among other things, that left-wing individuals care more about unemployment and less about
inﬂation relative to right-wing individuals (Di Tella and MacCulloch, 2005) and that religious individuals value income less
than non-religious individuals do (Lelkes, 2006).
We use data from the German Socio-Economic Panel (GSOEP) for the period 1991–2006. Most respondents are sampled
more than once, allowing us to apply multilevel modeling and simultaneously account for within-subject and between-
subject variance. Our results show that East Germans and West Germans indeed portray important differences in values.
However, an economically debilitating Communist legacy in the form of values that are not conducive to economic perfor-
mance appears largely absent. The differences between East and West that we ﬁnd are often contrary to what we would
expect from the literature on values and economic development.
These results indicate that any relation between values and economic performance is more complex than often under-
stood. Economic divergence seems not simply reducible to differences in values. For the debate about transition of formerly
planned economies, this would suggest that a cultural transition is not necessarily part of the process of becoming a market
economy. In addition, our paper contributes to the literature about measuring cross-cultural differences in values. Empirical
research into values differences in general, and the “wall in the head” thesis in particular, relies mostly on survey ques-
tions to measure differences in values. The interpretation of survey scores as eliciting values has come under heavy ﬁre
recently (Clarke et al., 1999; Davis et al., 1999; Duch and Taylor, 1993; Maseland and van Hoorn, 2009) and has provided
ambiguous results in the case of East and West Germany (Shiller et al., 1991, 1992; Corneo and Grüner, 2002; Alesina and
Fuchs-Schündeln, 2007). Our use of heterogeneous happiness functions shows that an approach focusing on group variation
in the way in which situational factors are transformed into happiness can be successfully applied to measure differences
in value preferences.
The remainderof this paper is organizedas follows. Thenext sectionelaborates the relationbetweenculture andeconomic
performance, discussing empirical work on the inﬂuence of Communism on cultural values and the limitations of this
approach to the study of preferences. Section 3 introduces the happiness function-based approach to the measurement of
preferences and states the hypotheses concerning a potential Communist value legacy in terms of East–West variation in
the structure of happiness. In Section 4, we discuss the data used and our empirical strategy. Section 5 presents the results
of our analysis. We discuss our ﬁndings and relate them to economic convergence in Germany since the reuniﬁcation in
Section 6.
2. Market values and economic performance
2.1. Cultural differences and economic performance
The literature relating values to economic performance can be traced back to Max Weber’s The Protestant Ethic and the
Spirit of Capitalism (Weber, 1930 [1904/5]). In this seminal contribution, Weber sought to explain the motivation behind the
entrepreneurial behavior that characterizes modern capitalism, arguing that an ascetic, rational pursuit of worldly success
was what drove capitalist entrepreneurs. Since then, many authors have followed Weber’s quest to identify the kind of
attitudes required for entrepreneurship. The most famous contribution is probably the one by McClelland (1961), arguing
that an attitude he called “Need for Achievement” drove entrepreneurship and economic development. McClelland’s claim
has been tested various times with mixed results (Beugelsdijk and Smeets, 2008; Frey, 1984; Gilleard, 1989; Granato et al.,
1996). Over time, the list of attitudes that have been said to set entrepreneurs apart has grown longer and longer to include
such values as autonomy, individualism,materialism, a propensity to social recognition and risk taking, alongwith the classic
need for achievement (e.g. Brandstätter, 1997; Brockhaus, 1982; Cramer et al., 2002; Cromie, 2000; Fagenson, 1993; Morris
et al., 1994; Spence, 1985; Thomas and Mueller, 2000).
Authors outside the entrepreneurship literature have also sought to relate values to successful economic development.
Following another strand inWeber’swork,work ethic has been identiﬁed as one of themain factors responsible for economic
prosperity (Delacroix and Nielsen, 2001; Lynn, 1991).3 Next to a preference for work, a willingness to sacriﬁce short-term
proﬁts for long-term growth and to invest in education have been proposed as important drivers of development, especially
2 The phrase “wall in the head” stems from the German “Mauer im Kopf”, and is commonly used to refer to East–West differences in values (see, for
example, Corbett, 2004, Häder and Häder, 1995, and Wagner, 1999).
3 It may be noted that Weber himself discussed value traits underpinning the historical emergence of capitalism, but never made an explicit link with
economic performance.
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in East Asia (Bond, 1988). Interestingly, among the authors focusing on development in Asia, there seems to be a consensus
that collectivism rather than individualism is important for economic success (Harrison, 1992), which goes against prevalent
ideas in the entrepreneurship literature. Likewise, in the literature seeking to establish cultural underpinnings of economic
development in Asia, authors only rarely identify risk-taking as an important value. Apart from these differences,most of the
work in this area conﬁrms the insights from Western-oriented studies that identify values such as work ethic, materialism,
a propensity to invest in education, and social recognition as prime values for development.
2.2. The Communist legacy and economic performance: a wall in the head?
Many of the above-mentioned value traits may have been discouraged under Communist rule. The idea that decades
of Communist rule left a heritage in the minds of people that could hamper economic development is as old as the col-
lapse of Communism itself. Already in May 1990—even before the formal conclusion of the German reuniﬁcation in early
October—Shiller et al. (1991) conducted a telephone survey of random samples of the Moscow and New York populations.
They sought to examine the extent to which Soviet respondents differed from their American counterparts on economic
attitudes. A year later, Shiller et al. (1992) expanded their original study, adding a comparison between East and West
Germany. These early efforts to ﬁnd empirical support for the idea that those living in formerly Communist societies would
lack the attitudes needed to be successful in market economies were discouraging for those seeking a role for attitudinal
factors. No signiﬁcant differenceswere foundbetween the populations living in formerly Communist societies and those that
grew up in market economies. Although there were profound differences in behavior, these differences could not be linked
to values. Instead, situational factors—factors such as the perception of economic institutions, economic expectations, and
expectations about how other people will react to one’s actions—were sufﬁcient to explain them. More recently, Brodbeck
and Frese (2007) argue that East and West German cultures are very much alike and characterized by the same values
and attitudes. Other studies such as Corneo and Grüner (2002) and Alesina and Fuchs-Schündeln (2007) do ﬁnd (limited)
evidence of differences in attitudes, however. The ﬁrst authors compare self-reported preferences for redistribution and
inequality in six Western countries with those of six ex-Communist countries. Corneo and Grüner (2002) ﬁnd that attitu-
dinal factors play some role in explaining preferences for redistribution, although they argue that rational self-interest is
the major determinant of support for governmental reduction of income inequality. Alesina and Fuchs-Schündeln (2007)
present the strongest claim yet that East and West Germans have grown to hold different values. Based on a comparison of
responses to survey questions about the desired role of the state in 1997 and 2002, they conclude that signiﬁcant differences
in values and attitudes exist, although they are slowly disappearing.
In addition to the lack of unambiguous results, there are reasons to treat the “wall in the head” thesis with a healthy
dose of skepticism. We note that the thesis has a slightly uncanny resemblance with ideas that have been popular with
colonial era-thinkers about development. The proposition that East Germans lack traits such as “entrepreneurial spirit”,
“motivation”, and the willingness “to assume responsibility” (Shiller et al., 1992, p. 127) vaguely echoes ideas and myths
about lazy and irresponsible natives that have been used to justify colonial domination, among others (Alatas, 1977). It also
reﬂects a perspective on culture as something static and homogeneous that has long been discarded in cultural analysis (e.g.
Appadurai, 2006; Fox, 1985). Dichotomous oppositions between East and West Germans underlying the “wall in the head”
thesis are too simplistic; although East Germans differ fromWesterners in some aspects, they are alike inmany others (Pryor,
2005).Moreover, as Shiller et al. (1991, 1992), andCorneo andGrüner (2002) argue regarding formerly Communist countries,
the attitudinal explanation for differences in performance might be superﬁcial—a closer look can reveal a rationality behind
differences in behavior. This is also in line with the work showing that values survey scores are highly sensitive to changes
in (economic) circumstances and contexts, even to the extent that they do not measure deep-rooted value traits but capture
marginal preferences (depending on levels of satiation) instead (Clarke et al., 1999; Davis et al., 1999; Duch and Taylor, 1993;
Maseland and van Hoorn, 2009). All this gives ample reason to treat the “wall in the head” thesis with due caution.
3. East–West differences in market values
3.1. Heterogeneous happiness functions
If the German division has left people from the former German Democratic Republic (GDR) and the former Federal
Republic of Germany (FRG) with different attitudes and preferences, these differences should be reﬂected in their respective
utility functions. One way of assessing these is by looking at the determinants of happiness or subjective well-being (SWB).
Following in the footsteps of psychologistswhohavebeen studying self-reportedhappiness for overﬁvedecades, economists
are increasingly investigating the factors underlying observed differences in SWB ratings.4 The rapidly developing happiness
4 Subjective well-being (SWB) can be deﬁned as “a broad category of phenomena that includes people’s emotional responses, domain satisfactions, and
global judgments of life satisfaction” (Diener et al., 1999, p. 277) and is often used interchangeablywith happiness. There is a great deal of evidence showing
the reliability and validity of measures of SWB: measured happiness correlates with the frequency of genuine, so-called Duchenne, smiling, and the ability
to recollect pleasant memories. It is further associated with speciﬁc patterns of brain activation and cardiovascular activity, and predicts suicide risk (see,
for example, Di Tella and MacCulloch, 2005, Diener et al., 1999, and Frey and Stutzer, 2002 and references therein).
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literature, both within and outside economics, has found a broad range of variables to be important correlates and causal
determinants of happiness both at the individual and at the country level (Diener et al., 1999, and Frey and Stutzer, 2002
provide overviews). Happiness is a function of such factors as marital status and health, but also of economic circumstances
like inﬂation, the unemployment rate, and, of course, income. The growing understanding of the causes and correlates of
happiness has opened up the possibility to investigate differences between individuals, groups of people with a similar
background, and even nations in the importance that they attach to various determinants of happiness.
Di Tella andMacCulloch (2005), for example, ﬁnd that happiness is structured differently between left-wingers and right-
wingers: both inﬂation and unemployment enter their respective happiness functions negatively, but left-wing individuals
are bothered more by unemployment and bothered less by inﬂation relative to right-wing individuals. Lelkes (2006) reports
that the effect of economic variables including income on happiness is smaller among the religious than among the non-
religious. Finally, Finkelstein et al. (2009) use heterogeneous happiness functions to study the health-state dependence of
the utility function. Using self-reported happiness to proxy for utility, they ﬁnd that the marginal utility of consumption, as
measured by the effect of the individual’s consumption on his or her happiness rating, declines with deteriorating health.
Di Tella and MacCulloch (2006, pp. 39–42) review some other applications of heterogeneous happiness functions to study
differences in preferences.
An advantage of this approach to measuring differences in value dispositions above using values surveys is that it is less
prone to mistake contextual, marginal preferences for general, underlying weights in preference functions (Maseland and
van Hoorn, 2010). This means that we are able to overcome a major limitation of previous studies of a Communist value
legacy. Moreover, the approach is less dependent on the availability of speciﬁc questions in values surveys; all that is needed
is a happiness indicator that can be related to any set of background characteristics (cf. Di Tella and MacCulloch, 2006, p.
40). This allows us to obtain results in more domains and that are more reliable.
3.2. Hypotheses
In our analysis, we estimate the structure of happiness in order to derive insights about differences in attitudes between
East and West Germans. Our reasoning is that if East Germans were to value, for instance, occupational status less, occu-
pational status should have a smaller positive inﬂuence on the SWB of East Germans than of West Germans. We have the
following hypothesis:
Hypothesis 1. If differences in valueorientations exist betweenEastern andWesternGermany, the coefﬁcients inhappiness
functions differ systematically between East and West Germans.
We are not interested in just any values differences between East and West Germans, but speciﬁcally in differences in
those values that are generally associated with economic development. Thus, our second hypothesis is:
Hypothesis 2. If differences in value orientations are responsible for economic divergence between Eastern and Western
Germany, East Germans should attach lower weight to those values that are seen as conducive to economic performance.
As stated, formally testing these hypotheses involves examining how situational factors such as being married, unem-
ployed, or living in poor health differentially affect levels of happiness of Easterners and Westerners. Naturally, the focus
is on economic variables such as income and employment status—if an economically debilitating Communist value legacy
exists, these factors will not contribute much to the happiness of people born in East Germany.
4. Empirical strategy
4.1. Data
Our data come from the German Socio-Economic Panel (GSOEP) (see Wagner et al., 2007 for a discussion). The GSOEP
project follows a representative sample of persons, nested in families and households since 1984, surveying them annually.
Periodically, newrespondents are added to the sample, andof the5921households containing12,290 individual respondents
originally included in 1984, 3476 households containing 6203 respondents were still in the sample in 2006. To this were
added, among others, a sample of 2179 householdswith 4553members from the formerGDR (GermanDemocratic Republic)
in 1990. On occasion, respondents have further been asked about their place of residence before reuniﬁcation, allowing us
to create a dummy variable that distinguishes former GDR individuals from former FRG (Federal Republic of Germany)
individuals. Since we are interested in values after reuniﬁcation, in our analysis we only consider observations from the
period 1991–2006. In addition,wedrop all individualswhohavemissing answers on theGDRdummyandother independent
variables, when applicable.
The GSOEP covers a plethora of issues such as childcare, education, economic characteristics, living situation, social
participation, time allocation, and personal satisfaction. The dependent variable in our statistical analyses is life satisfaction,
which we relate to data about the living conditions of respondents. This measure of SWB is given by the item in the GSOEP
asking an individual how satisﬁed with life he or she is today. Answers to this question can be given on an 11-point scale
ranging from “0—low” to “10—high”. The answer categories are in discrete steps but to facilitate the intuitive understanding
of our ﬁndings we follow the happiness literature in psychology and analyze this life satisfaction variable as though it is a
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continuous variable. As discussed by Ferrer-i-Carbonell and Frijters (2004), this cardinal interpretation will not materially
affect our results.
Our independent variables follow from the literature on the economics of happiness and are known determinants of
SWB. Since we are primarily interested in the idea that East and West Germans would differ from each other in ways
that have economic consequences, the focus in the empirical analysis is on variables about work and income situation.
These latter variables are Income (in 2000 constant Euros), Actual hours worked, occupational status (International Socio-
Economic Index of Occupational Status; ISEI), level of Education, and employment status (whether one is Unemployed,
Self-employed, a Blue collar worker, a White collar worker, a Civil servant, Out of the labor force, or Other).5 Our models
include the “usual suspects”, well-established determinants of happiness (Diener et al., 1999; Frey and Stutzer, 2002), as
control variables. These are marital status, gender, age, and health (as measured by dummies indicating whether one has an
occupational disability or has stayed in the hospital in the previous year). To account for diminishing marginal utility of the
continuous explanatory variables (income, actual working time, and occupational status) the natural logarithm is included
in our regressions.6 Correcting for nonlinearities in this way ensures that we estimate structural weights in the happiness
function (cf. Maseland and van Hoorn, 2010) and that our method does not succumb to the problem of measuring marginal
preferences suffered by values surveys and previous studies of cultural differences between East and West.
In the analysis below, we make a distinction between the general population, meaning the sample as a whole, and the
workingpopulation,meaning individualswhoat the timeof observationearnedawage incomeandspendanon-zero amount
of hours working. This choice of samples is practical, as we can only include cases with non-missing data on the independent
variables when estimating our empirical models. Also, including only people belonging to the working population makes a
lot of sense from the perspective of the economic divergence between Eastern and Western Germany, as it is located in the
labor force (lower productivity levels and higher unemployment). For our robustness checks, we take both these samples
but include only observations from individuals who spent their entire formative years (0–18) in either the GDR or the FRG.
To be sure, we are not interested in explaining differences in happiness levels between East and West, on which a large
body of research exists already (e.g. Easterlin and Plagnol, 2008; Easterlin, 2009). Rather, we merely use the dependent and
independent variables to systematically assess differences in value preferences between East andWest Germans, speciﬁcally
whether East Germans care less about economic circumstances such as having a job, being an entrepreneur, and the height
of their income. Details of our method follow. Table 1 gives descriptive statistics on the variables used.
4.2. Model and estimation
The nature of the GSOEP data is such that there is variation in life satisfaction both within an individual (level 1) and
across individuals (level 2). The level-1, within-subjects variance is due, among others, to changes in personal circumstances
such as an increase or decrease in income or a change in one’s health status. The level-2, between-subjects variance in
happiness, on the other hand, is due to individual-speciﬁc factors that are time-invariant, most notably one’s personality
(see Diener et al., 1999, pp. 279–282 for an overview of genes and personality as determinants of SWB). Because our data is
structured hierarchically, with repeated longitudinal observations nested within subjects, each individual observation is not
independent, violating a standard assumption of (OLS) regression analysis. To control for this clustering and the downward
bias in standard errors it gives rise to (e.g. Moulton, 1990), we use multilevel or hierarchical linear modeling (Gelman and
Hill, 2007; Raudenbush and Bryk, 2002; Snijders and Bosker, 1999).
Multilevel modeling is the preferred statistical technique for three additional reasons (Gelman and Hill, 2007, pp. 6–8).
Firstly, it enables us to estimate the SWB effect ofwithin-subject factors and between-subject explanatory variables simulta-
neously. Thiswayweavoid simply throwing together independentvariablesatdifferent levels. Secondly,multilevelmodeling
gives us a proper way of dealing with cross-level interactions. Our goal is to estimate differences in values between East and
West using heterogeneous happiness functions. Accordingly, in our multilevel model the time-invariant, dummy level-2
variable indicating whether the individual originally is an East (GDR) or a West German (FRG) moderates the SWB effect
of level-1 factors such as income, employment status, and hours worked. Finally, the multilevel technique allows for more
efﬁcient variable inferences than would be possible with complete pooling of the data, and at the same time does not have
the problem of overspecifying the model.
Multilevel modeling has previously been applied to analyses of the GSOEP data akin to ours. Lucas et al. (2004), for
example, apply the method to study adaptation to unemployment using this panel. Multilevel modeling is used to deal with
variability in SWB scores that is between subjects and variability in SWB that is within subjects and due to the individual
falling unemployed. Their analysis indicates that changes in unemployment have a lasting impact on happiness but that
substantial adaptation takes place so that the adverse happiness effect diminishes over time. Zimmermann and Easterlin
5 These are dummies created using different items from theGSOEP.We classify a subject as “Out of the labor force” if in year t (s)he is neither unemployed,
self-employed, nor active as a blue collar worker, a white collar worker, or a civil servant. The category “Other” are those persons to whom in year t—for
whatever reasons, possibly a change in employment status during the year—multiple classiﬁcations apply, e.g. both Self-employed and Unemployed. This
category is very small (see Table 1).
6 Scores for Occupational status range from 16 (e.g. farmhand) to 90 (judges) with discrete one-point increments. We follow Di Tella et al. (2010) in
treating it continuously and taking the natural logarithm.
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Table 1
Descriptive statistics.
Variable names and description Number of observations Mean and standard deviation
All East West
Dependent variable
Satisfaction with life today (0–10) 260,352 6.94 (1.80) 6.44 (1.79) 7.14 (1.77)
Independent variables
GDR (dummy, 1=yes) 261,244 28.9% (45.3%) – –
Gender (0, female—1, male) 261,244 48.2% (50.0%) 47.3% (49.9%) 48.6% (50.0%)
Age [Years] 261,244 45.7 (17.2) 44.9 (17.1) 46.1 (17.3)
Hospital stay previous Year (dummy, 1=yes) 243,740 11.8% (32.3%) 11.7% (32.1%) 11.9% (32.4%)
Occupational disability (dummy, 1=yes) 242,982 11.4% (31.8%) 9.0% (28.6%) 12.3% (32.9%)
Marital status in survey year 261,244
Married [base category] 62.0% (48.5%) 60.2% (49.0%) 62.8% (48.3%)
Married but separated 1.6% (12.5%) 1.5% (12.0%) 1.6% (12.6%)
Single 23.2% (42.2%) 24.5% (43.0%) 22.6% (41.8%)
Divorced 6.8% (25.1%) 7.6% (26.5%) 6.4% (24.5%)
Widowed 6.4% (24.5%) 6.2% (24.1%) 6.5% (24.7%)
Education [ISCED-1997-Classiﬁcation] 257,417
In school 1.9% (13.6%) 2.1% (14.5%) 1.8% (13.2%)
Inadequately 3.6% (18.5%) 1.1% (10.5%) 4.6% (20.9%)
General elementary [base category] 18.6% (38.9%) 11.0% (31.2%) 21.7% (41.2%)
Middle vocational 48.3% (50.0%) 53.2% (49.9%) 46.4% (49.9%)
Vocational with university entrance exam 4.2% (20.1%) 2.5% (15.7%) 4.9% (21.6%)
Higher vocational 7.1% (25.6%) 6.9% (25.4%) 7.1% (25.7%)
Higher education 16.4% (37.0%) 23.1% (42.2%) 13.6% (34.3%)
Employment status (at time of survey) 259,416
Self-employed 5.5% (22.8%) 4.5% (20.8%) 5.9% (23.5%)
Blue collar worker 18.5% (38.8%) 19.8% (39.9%) 17.9% (38.3%)
White collar worker 26.3% (44.0%) 26.3% (44.1%) 26.2% (44.0%)
Civil servant 3.8% (19.1%) 1.7% (13.0%) 4.6% (21.0%)
Unemployed [base category] 6.5% (24.6%) 11.4% (31.8%) 4.5% (20.7%)
Other 0.5% (7.2%) 0.9% (9.4%) 0.4% (6.1%)
Out of the labor force 38.7% (48.7%) 35.0% (47.7%) 40.2% (49.0%)
Current net labor income [2000 constant Euros] 152,177 1,366 (1,154) 1,080 (708) 1,481 (1,273)
Actual weekly work time [h] 145,194 39.0 (12.6) 41.7 (11.0) 37.9 (13.0)
Occupational status [ISEI] 145,541 44.3 (16.0) 43.5 (15.6) 44.6 (16.2)
Note: Standard deviations in parentheses. Occupational status is measured by the International Socio-Economic Index of Occupational Status (ISEI) and is
based on Ganzeboom and Treiman’s (1996) recoding of individuals’ ISCO88 occupational classiﬁcation. Due to rounding and/or the combining of multiple
GSOEP items (employment status; see Footnote 3) percentagesmaynot add up to 100%. Because ofmissing observations,marital status excludes individuals
whose spouse lives in his or her native country.
(2006) similarly use a multilevel technique to examine adaptation to changes in marital status, ﬁnding that, in the long run,
the formation of marital or cohabiting unions raises happiness while their dissolution lowers it.
We have an individual j (Level 2) who is observed in year t (Level 1). LStj denotes the self-reported satisfaction with life of
individual j at year t. GDRj is a time-invariant dummy indicatingwhether a person is aWestGerman (0) or anEastGerman (1).
This Level-2 variable can have both a direct effect on SWB, which is of no concern to us, and a moderating effect. The size of
the moderating effect, which sheds light on a Communist value legacy, is captured by the interaction term GDRj ×Xtj, where
Xtj stands for all possible time-varying, level-1 explanatory variables. Typically Xtj comprises such personal characteristics
as marital status and health but also factors that are more work-oriented such as income and occupational status. Including
only the parameters relevant for the analysis of East–West differences in preferences, this yields the following Level-1model
(within subjects):
LStj = ˇ0j + ˇ1jxtj + εtj,
where ˇ0j is the intercept representing the average happiness of individual j, ˇ1j is the coefﬁcient showing howmuch certain
factors contribute or detract from individual j’s happiness, and εtj is an error term. This is all standard. The difference comes
with the Level-2modeling of the parameters of thewithin-subjectsmodel. The Level-2model (between subjects) is speciﬁed
as:
ˇ0j = 00 + 01GDRj + u0j
ˇ1j = 10 + 11GDRj + u1j
and the within- and between-subjects models combine to the following overall model:
LStj = 00 + 01GDRj + 10xtj + 11(GDRj × xtj) + [u0j + u1jxtj + εtj] (1)
In this model, 00 is the mean intercept across all individuals, u0j is an individual-speciﬁc error term representing devi-
ations from this mean, and 01 denotes the direct happiness effect of the dummy indicating whether individual j originally
Author's personal copy
A. van Hoorn, R. Maseland / Journal of Economic Behavior & Organization 76 (2010) 791–804 797
is an East or a West German. The model so far is called a varying or random intercepts model that takes into account unob-
served heterogeneity in SWB levels (u0j), which may be due to measurement errors, genes, or other time-invariant factors.
Since both 00 and 01 refer to differences in levels of SWB and not to differences in the structure of SWB, we pay only scarce
attention to them in the discussion of our results.
The speciﬁcation for ˇ1j is analogous to that for ˇ0j. The parameter 10 denotes the mean slope coefﬁcient across all
individuals for the Level-1, time-varying independent variables included in the model such as income, employment sta-
tus and hours worked (xtj), while u1j is the individual-speciﬁc random deviation from this mean slope. The model thus
allows the happiness effect of different factors to vary across individuals, which is called a random slopes or varying coef-
ﬁcients model. For the present study, the individual-speciﬁc deviations from the mean coefﬁcients (u1j) are of no concern,
and we focus only on slope heterogeneity that is associated with being an East or a West German. This is captured by the
parameter 11. If East Germans suffer a Communist value inheritance, we expect many sizable and statistically signiﬁcant
coefﬁcients for the GDR interaction term (GDR×Xtj). The estimate for 11 thereby tells us how much more or less East-
erners value certain situational factors than Westerners, whose valuation of these same factors is captured by the mean




We begin our analysis of the structure of happiness among East and West Germans by estimating two baseline models,
which include Age, Gender, and Marital status as dependent variables, and comprise almost all individuals in the dataset
(Table A.1 in Appendix A). Model A1 gives the coefﬁcient estimates for the whole sample without differentiating between
East and West Germans. Results match those known from the happiness literature. The simple differentiated model (Model
A2) subsequently shows that a range of factors have a varying impact on life satisfaction among East and West Germans. The
models are nested so that it we can use a likelihood-ratio test to assess whether allowing East–West heterogeneity in the
structure of happiness improves model ﬁt statistically signiﬁcantly. This test shows that the decrease in −2Loglikelihood
when moving from Model A1 to Model A2 is indeed statistically signiﬁcant with p<0.01 (where the value of the test statis-
tic is 123.0 with a chi-square distribution and nine degrees of freedom). Concerning the size of the coefﬁcients, the most
noteworthy differences are that East Germans are happier outside marriage than West Germans and that they suffer less
from Occupational disability. Being divorced, for example, hurts Easterners 0.176 happiness points less (on the 0–10 scale)
than it does Westerners. As indicated in the table, this difference is statistically signiﬁcant at p<0.01. Similarly, having
an occupational disability lowers the happiness of East Germans by almost 0.08 points less than it does the happiness of
West Germans (p<0.05). This heterogeneity in the structure of happiness might indicate differences in gender roles inher-
ited from the Communist era, when social policy stimulated economic independence of women and facilitated separation
and divorce (Kolinsky and Nickel, 2003). Also, these ﬁndings may reﬂect stronger structures of community support. Under
Communist rule, East Germany is usually considered to have skipped the individualistic trend experienced by the West
from the late 1960s onwards (Brodbeck and Frese, 2007). In addition, religion could be a factor in these East–West dif-
ferences in the happiness effect of marital status, where a lower level of religiosity of East Germans reduces the social
stigma associated with divorce.7 As expected, there is also a substantial happiness gap between East and West (the gap is
roughly 0.6; see also Table 1) but it again deserves emphasizing that for this paper we are only interested in heterogeneity
in the structure of happiness and not in differences in levels. In the remainder, we no longer report level differences (nor
intercepts).
More relevant for our purpose, further analysis reveals that variables relating to work, income and education also have
different impacts on life satisfaction in Eastern and Western Germany. Table 2a shows the main results of a model for the
general population (not including income and other job-related variables such as actual hours working).
The results in this table, speciﬁcally for Model 2, which is the differentiated model, can be taken to lend some support to
the (cruder versions of the) “wall in the head” thesis. East Germans appear signiﬁcantly happier to be Civil servants, which
adds about 0.28 to their happiness (on top of the roughly 0.86 points it adds to the happiness of West Germans). This may,
with some effort, be seen to ﬁt prejudices about lack of motivation and initiative among people growing up in a Communist
system. However, it is also shown that Easterners evaluate being a Blue collar worker, being a White collar worker, and
being Self-employed more positively (though the latter not statistically signiﬁcantly so). By elimination, the only possible
conclusion is that, for East Germans, not belonging to the working population is more hurtful than for West Germans. In
other words, it appears that regardless of the speciﬁc type of employment East Germans have a stronger preference for
working (relative to being unemployed, which is the base category). Although this result contradicts the “wall in the head”
thesis, it intuitively makes sense. A possible interpretation of this is that it reﬂects remnants of a work ideology instilled by
Communism. Alternatively, the stronger Eastern German work ethic may be thought to represent structural differences in
development between the East and West; a focus on work and material security is generally considered to diminish with
7 We thank an anonymous referee for raising awareness for the possible role of differences in religiosity.
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Table 2a
Happiness functions and East–West differences in preferences, general population.
Model 1 Model 2
In school 0.275*** (0.029) 0.229** (0.035)
In school * GDR – 0.154** (0.059)
Inadequately −0.057** (0.025) −0.075** (0.027)
Inadequately * GDR – 0.117 (0.075)
Middle vocational 0.064** (0.013) 0.054** (0.015)
Middle vocational * GDR – 0.054* (0.031)
Vocational with university entrance exam 0.087*** (0.025) 0.061** (0.028)
Vocational with university entrance exam * GDR – 0.148** (0.065)
Higher vocational 0.137** (0.022) 0.117** (0.025)
Higher vocational * GDR – 0.096* (0.050)
Higher education 0.321** (0.020) 0.331** (0.024)
Higher education * GDR – −0.019 (0.046)
Self-employed 0.769** (0.022) 0.746** (0.027)
Self-employed * GDR – 0.032 (0.049)
Blue collar worker 0.725** (0.015) 0.706** (0.020)
Blue collar worker * GDR – 0.027 (0.031)
White collar worker 0.784** (0.015) 0.738** (0.020)
White collar worker * GDR – 0.125** (0.031)
Civil servant 0.924** (0.030) 0.856** (0.034)
Civil servant * GDR – 0.284** (0.076)
Other employment 0.196** (0.042) 0.251** (0.057)
Other employment * GDR – −0.184** (0.082)
Outside labor force 0.763*** (0.015) 0.732*** (0.019)
Outside labor force * GDR – 0.071** (0.029)
−2Loglikelihood 842,820.1 842,772.5
Note: standard errors in parentheses. *, **, *** indicates signiﬁcance at the 10%, 5%, 1% levels. All models include individual ﬁxed effects in the form of
varying intercepts. Excluded categories are “Unemployed” for employment status and “General elementary” for Education. Controls are Gender, Age, Age2,
Marital status, Hospital stay, Occupational disability and the GDR dummy (see Appendix A). Base category is a married West German woman without a job
and with general elementary education, who has not had a hospital stay last year and does not suffer an occupational disability. Estimates are based on
32,239 between-subject and 236,828 within-subject observations.
rising incomes and levels of economic development (Inglehart, 1997). Less surprising are the differences in the SWB effects
of education. Having enjoyed “only” vocational training (Middle vocational, Vocational with university entrance exam, or
Higher vocational) is perceived much more positively among East Germans than among West Germans. This effect of having
a degree from a career or trade school corresponds with the idea that Communist societies have high valuation of manual
labor and craftsmanship. The negative coefﬁcient for the higher education interaction term is also consistent with this,
though it is small (−0.019 happiness points) and not statistically signiﬁcant at usual levels.
Although these ﬁndings are interesting, it is likely that these results in part pick up the income effects of work and of
education. For this reason, Table 2b provides the same analysis but with inclusion of income and other job-related variables.
As mentioned above, the sample here is limited to individuals who, at the time of observation, belong to the working
population. To keep sample size as large as possible, we have dropped the education variable for this table. Nevertheless, it
Table 2b
Happiness functions and East–West differences in preferences, working population.
Model 3 Model 4
Monthly net labor market income (natural logarithm) 0.303*** (0.012) 0.263*** (0.014)
Monthly net labor market income * GDR – 0.154*** (0.026)
Average actual work hours per week (natural logarithm) −0.208*** (0.014) −0.183*** (0.016)
Average actual work hours per week * GDR – −0.077** (0.034)
Occupational status (natural logarithm) 0.142*** (0.019) 0.116*** (0.022)
Occupational status * GDR – 0.103** (0.042)
Self-employed 0.660*** (0.181) 0.308 (0.266)
Self-employed * GDR – 0.471 (0.299)
Blue collar worker 0.546*** (0.180) 0.190 (0.265)
Blue collar worker * GDR – 0.472 (0.296)
White collar worker 0.664*** (0.180) 0.304 (0.265)
White collar worker * GDR – 0.486 (0.296)
Civil servant 0.811*** (0.182) 0.467* (0.267)
Civil servant * GDR – 0.467 (0.305)
Other employment 0.089 (0.185) −0.228 (0.272)
Other employment * GDR – −0.023 (0.096)
−2Loglikelihood 410,101.9 410,041.6
Note: see Table 2a. Base category is a married West German woman without a job, who has not had a hospital stay last year and does not suffer an
occupational disability (see Appendix A). Estimates are based on 21,118 between-subject and 120,111 within-subject observations.
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is unavoidable that by adding job-related variables the number of between-subject observations is reduced by more than
one-third and the number of within-subject observations by almost one-half.
Results are again mostly at odds with “wall in the head” conceptions. Contrary to what one might expect, East Germans
seem more motivated by income than West Germans; the effect of income on their overall happiness is almost 60% higher
than it is for Westerners (0.417 versus 0.263). This is in line with ﬁndings by van Praag et al. (2003) for Eastern and Western
Germany. The same is true for one’s occupational status, which has a coefﬁcient of 0.116 forWest Germans and forwhich the
interaction term adds another 0.103 for East Germans (p<0.01).8 These ﬁndings suggest a higher level of materialism and
achievementmotivation in EasternGermany rather than a lack of it.We should note, however, that Easterners’ (Westerners’)
higher (lower) valuation of income may also partly reﬂect that for them, on average, the cost of living is lower (higher).9 In
contrast to these results, we also ﬁnd that actual working time has a more negative effect for East Germans. With regard
to hours worked, and hours worked only, there appears to be limited support for the claim that the economic gap between
East and West is linked to differences in values and ideas.10
5.2. Robustness
Our robustness checks examine the possible role of two factors. The ﬁrst of these is socialization; the second rather
brief check concerns a possible multicollinearity problem due to the overlap between occupational status and the type
of employment—Self-employed, Blue collar, White collar, or Civil servant, both of which involve a classiﬁcation of the
individual’s occupation. The proposition that people originating from East and West Germany would have different values
and conceptions is informed by the idea that society has an impact on the way people think and behave. We know from the
values literature (e.g. Inglehart, 1997) that the impact of this socialization is strongest in people’s formative years. Hence,
we may expect that any differences in internalized values between East and West Germans are likely to be most profound
among those groups that have spent their entire formative years in either the GDR or the FRG. Table B.1 in Appendix B
gives the results of our baseline model, limiting the sample to individuals born between 1946 and 1971. Choosing this
birth cohort ensures that we only include individuals born during Communist reign and who had reached adulthood by the
time of the reuniﬁcation. As in the baseline model that uses the whole sample (Appendix A, Table A.1), we observe basic
differences among those originating from the GDR and those having grown up in the FRG. Compared to the homogeneous
model, introducing East–West heterogeneity leads to statistically signiﬁcantly improved model ﬁt (likelihood-ratio test of
Model B2 nested in Model B1; p<0.01). The loss of happiness caused by experiencing a divorce, for example, is decidedly
lower in Eastern Germany than in the West (−0.311 versus −0.181 happiness point). This is again an indication that gender
roles and informal systems of communal support might be functioning differently in the so-called new states compared to
the old states.
If we move to the effects of work-related variables (Table 3a), we ﬁnd that limiting ourselves to the subsample of people
bornbetween1946 and1971doesnot substantially alter the results (cf. Table 2a). Again, Easterners consistently valuehaving
a job higher than Westerners do, and this holds independent of type of employment. With regard to education, the more
positive evaluation of having higher vocational training as highest education remains (plus 0.048 for Middle vocational, plus
0.205 for Vocational with university entrance exam, and plus 0.071 for Higher vocational), though the estimates for Model 6
are somewhat less precise than for Model 2 (which is expected given the smaller sample size). At the same time, not having
ﬁnished any level of schooling appears much more problematic for East Germans than for West Germans, which previously
it did not (−0.609 in Model 6 versus 0.117 in Model 2). This may be related to the fact that only very few East Germans born
between 1946 and 1971 have obtained an inadequate level of education.
Limiting the working population sample by our birth year criterion does not substantially alter results either (Table 3b).
Both income and status remainmore important in the former GDR—the latter evenmore than doubly so, whereas Easterners
also seem to value leisure more highly, though not statistically signiﬁcantly so. The most striking result of this model is the
higher valuation of Self-employment among those having spent their formative years in the GDR. Next to East Germans
having a stronger preference for working in general, which is already contrary to what the “wall in the head” thesis would
predict, this would suggest West Germans may actually lack in entrepreneurial spirit.
For the second robustness check, we examine whether our results for the (differential) happiness effects of occupational
status and the different types of employment are sensitive to a possiblemulticollinearity problem resulting from the correla-
tion between these two factors. Results depicted in Table C.1 in Appendix C show they are not. Relative to Model 4 (Table 2b)
the statistical ﬁt of the models decreases signiﬁcantly as it logically should. Quantitatively we ﬁnd that occupational status
becomes a more important determinant of happiness with type of employment excluded, but that East Germans still value
8 As indicated in Section 4, we have already corrected for possible nonlinearities in the income-happiness and the status-happiness relation so that these
results cannot be explained by the fact that East Germans value higher incomes more because they currently earn less than West Germans do. In contrast
to values surveys, our method is geared towards measuring structural weights in the happiness functions of Eastern and Western respondents rather than
marginal preferences.
9 We owe thanks to an anonymous referee for pointing this out.
10 Note that whereas a lower preference for long working hours can be linked to economic performance, it is not clear beforehand why growing up in
a communist system would make people value long working hours more negatively—to the contrary (see above). Hence, even this result provides only
limited support for the “wall in the head” thesis.
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Table 3a
Happiness functions and East–West differences in preferences, general population born 1946–1971.
Model 5 Model 6
In school 1.161*** (0.341) 1.156*** (0.341)
In school * GDR –
Inadequately −0.125*** (0.041) −0.111*** (0.042)
Inadequately * GDR – −0.609*** (0.218)
Middle vocational 0.112*** (0.021) 0.108*** (0.022)
Middle vocational * GDR – 0.048 (0.057)
Vocational with university entrance exam 0.147*** (0.035) 0.125*** (0.038)
Vocational with university entrance exam * GDR – 0.205* (0.107)
Higher vocational 0.160*** (0.030) 0.150*** (0.033)
Higher vocational * GDR – 0.071 (0.078)
Higher education 0.363*** (0.028) 0.349*** (0.032)
Higher education * GDR – 0.080 (0.072)
Self-employed 0.885*** (0.027) 0.870*** (0.034)
Self-employed * GDR – 0.049 (0.059)
Blue collar worker 0.849*** (0.020) 0.835*** (0.026)
Blue collar worker * GDR – 0.045 (0.040)
White collar worker 0.941*** (0.020) 0.916*** (0.026)
White collar worker * GDR – 0.094** (0.041)
Civil servant 1.158*** (0.038) 1.106*** (0.043)
Civil servant * GDR – 0.327*** (0.097)
Other employment 0.293*** (0.050) 0.397*** (0.070)
Other employment * GDR – −0.271*** (0.098)
Outside labor force 0.759*** (0.021) 0.785*** (0.027)
Outside labor force * GDR – −0.184*** (0.047)
−2Loglikelihood 422,478.8 422,400.8
Note: See Table 2a. Sample is limited to individuals born after 1945 and before 1972. Estimates are based on 15,028 between-subject and 120,658 within-
subject observations. There are no East Germans born between 1946 and 1971 still in school.
Table 3b
Happiness functions and East–West differences in preferences, working population born 1946–1971.
Model 7 Model 8
Monthly net labor market income (natural logarithm) 0.340*** (0.014) 0.291*** (0.017)
Monthly net labor market income * GDR – 0.200*** (0.032)
Average actual work hours per week (natural logarithm) −0.188*** (0.018) −0.169*** (0.020)
Average actual work hours per week * GDR – −0.015 (0.042)
Occupational status (natural logarithm) 0.123*** (0.022) 0.092*** (0.026)
Occupational status * GDR – 0.126** (0.050)
Self-employed 0.796*** (0.210) 0.256 (0.324)
Self-employed * GDR – 0.706** (0.356)
Blue collar worker 0.700*** (0.209) 0.156 (0.323)
Blue collar worker * GDR – 0.696** (0.353)
White collar worker 0.825*** (0.209) 0.292 (0.323)
White collar worker * GDR – 0.659* (0.353)
Civil servant 0.996*** (0.212) 0.462 (0.325)
Civil servant * GDR – 0.711** (0.363)
Other employment 0.298 (0.215) −0.194 (0.331)
Other employment * GDR – 0.035 (0.117)
−2Loglikelihood 299,369.8 299,298.2
Note: See Table 3a. Estimates are based on 13,389 between-subject and 88,069 within-subject observations.
status much more than West Germans do (0.279 versus 0.190). Similarly, the East–West difference in valuation of different
types of employment remains roughly the same (Model 4 versus Model C2).
Overall, we conclude that our ﬁndings on East–West differences in preferences, speciﬁcally concerning market val-
ues, are robust. They are not sensitive to the sample of individuals included and do not depend on any particular model
speciﬁcation.
6. Discussion
We have scrutinized the thesis that four decades of division in Germany has caused an enduring legacy in terms of
differences in attitudes and values. This so-called “wall in the head” is, in turn, thought to account for the continuing gap
in economic performance between East and West. According to this thesis, East Germans lack the traits required for suc-
cessfully operating in the market economy, such as the valuation of autonomy and materialism, a propensity to social
recognition, risk taking and assuming responsibility, and a felt need for achievement. In our investigation of this propo-
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sition, we have followed a new strategy. Instead of relying on likely problematic values surveys for information about
people’s values and attitudes, we have constructed “utility” functions for representative East and West German respon-
dents based on their scores on a measure of happiness. Since the set of main determinants of happiness is well-known, it
is possible to compare the size of the effects of these determinants on happiness between respondents in East and West.
Differences in the weights by which these determinants enter are what probably corresponds most closely to differences in
preferences.
Following this approach, we show that for the period after reuniﬁcation until 2006, there appear to be signiﬁcant
differences in preferences between East and West Germans. Eastern German “culture” turns out to be more favorable
to being divorced or widowed, for example, which may reﬂect different gender, family and community roles between
East and West. Also, with respect to economic values such as materialism and preferences for employment, our results
suggest that East Germans differ from West Germans in ways that may be seen to reﬂect values instilled during Commu-
nism.
Although there are important differences between East and West, these differences generally do not correspond to
what proponents of the “wall in the head” thesis might expect. Eastern German values do not stand out as less com-
patible with economic success in a market economy. Some do: our results suggest that East Germans appear to have
a slightly greater dislike of hours spent working and seem to have a lower esteem for academic education relative to
vocational education (associated with speciﬁc occupations), both of which may have negative effects on income and
growth levels. The more fundamental results go against the “wall in the head” thesis though. Rather than being less
motivated by income and occupational status, East Germans apparently attach much more importance to these fac-
tors than West Germans do. In addition, they appear to have a substantially higher preference for working (as opposed
to being unemployed). All this does not indicate a lack of the motivation needed to perform well in a market econ-
omy. Even more at odds with the “wall in head” thesis, there is also some evidence that East Germans value being
self-employed higher than West Germans do. We therefore conclude that a Communist inheritance in the form of less
market-oriented values seems to be lacking. Although there are differences, Eastern German values appear to bear lit-
tle relation to preconceptions about East Germans underlying the “wall in the head” thesis. If anything, our results
suggest that East Germans have values that in many respects are more rather than less compatible with a market econ-
omy.
Alternative interpretations of our ﬁndings are also possible. One may argue, for instance, that the greater value East
Germans attach to income and occupational status are due to a reference-group effect for which Easterners mainly compare
themselves to Westerners who, on average, enjoy both higher income and higher status. Similarly, the variation in pref-
erences may reﬂect unobserved differences in societal structure and informal institutions between the regions; possibly,
being unemployed in Eastern Germany means something worse than being unemployed in West Germany. Such an account
suggests that value differences can also have non-cultural sources and partially derive from social comparison. These pos-
sibilities do not change the ﬁnding that East Germans attach greater value to economic circumstances, however, let alone
that they would provide any support for a values-based explanation of the persistent East–West gap in economic perfor-
mance. Regardless of the origins of their preferences, the differences between East and West Germans that we observe
do not portray a pattern that may be usefully related to economic divergence. All in all, it seems that the idea that dif-
ferences in economic preferences and attitudes are behind the persistent differences in economic performance between
Eastern and Western Germany does not have much basis. East is East and West is West, but the twain meet in unexpected
ways.
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Table A.1
Baseline model of heterogeneous happiness functions.
Model A1 Model A2
Intercept 8.402*** (0.048) 8.357*** (0.055)
GDR dummy −0.692*** (0.017) −0.501*** (0.108)
Gender (female =0) −0.007 (0.015) −0.001 (0.017)
Gender * GDR – −0.021 (0.034)
Age −3.371*** (0.190) −3.045*** (0.221)
Age * GDR – −1.397*** (0.433)
Age2 2.145*** (0.188) 1.764*** (0.219)
Age2 * GDR – 1.659*** (0.432)
Married but separated −0.570*** (0.026) −0.630*** (0.031)
Married but separated * GDR – 0.222*** (0.058)
Single −0.231*** (0.017) −0.245*** (0.019)
Single * GDR – 0.057 (0.039)
Divorced −0.314*** (0.019) −0.364*** (0.023)
Divorced * GDR – 0.176*** (0.042)
Widowed −0.333*** (0.024) −0.430*** (0.029)
Widowed * GDR – 0.335*** (0.054)
Hospital stay (0 =No) −0.220*** (0.009) −0.211*** (0.011)
Hospital stay * GDR – −0.036* (0.020)
Occupational disability (0 =No) −0.493*** (0.014) −0.511*** (0.017)
Occupational disability * GDR – 0.079** (0.034)
−2Loglikelihood 865,777.8 865,654.8
Note: Standard errors in parentheses. *, **, *** indicates signiﬁcance at the 10%, 5%, 1% levels. Allmodels include individual ﬁxed effects in the formof varying
intercepts. Excluded category for marital status is “Married” so that the base category is a married West German woman, who has not had a hospital stay
last year and does not suffer an occupational disability. For scaling purposes, Age is divided by 100 and Age2 by 10,000. Estimates are based on 32,362
between-subject and 241,891 within-subject observations.
Table B.1
Robustness of baseline model, sample born 1946–1971.
Model B1 Model B2
Gender (female =0) −0.044** (0.021) −0.063** (0.025)
Gender * GDR – 0.072 (0.049)
Age −3.178*** (0.531) −4.367*** (0.605)
Age * GDR – 5.365*** (1.264)
Age2 0.541 (0.644) 1.790** (0.736)
Age2 * GDR – −5.728*** (1.523)
Married but separated −0.552*** (0.029) −0.618*** (0.0350)
Married but separated * GDR – 0.220*** (0.064)
Single −0.232*** (0.021) −0.246*** (0.024)
Single * GDR – 0.050 (0.052)
Divorced −0.271*** (0.022) −0.311*** (0.026)
Divorced * GDR – 0.130*** (0.048)
Widowed −0.447*** (0.060) −0.679*** (0.074)
Widowed * GDR – 0.672*** (0.125)
Hospital stay (0 =No) −0.163*** (0.013) −0.150*** (0.015)
Hospital stay * GDR – −0.052* (0.030)
Occupational disability (0 =No) −0.505*** (0.024) −0.517*** (0.028)
Occupational Disability * GDR – 0.050 (0.056)
−2Loglikelihood 432,796.0 432,715.7
Note: See Appendix A, Table A.1. Sample is limited to individuals born after 1945 and before 1972. Estimates are based on 15,080 between-subject and
122,633 within-subject observations.
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Table C.1
Robustness of East–West differences in the valuation of occupational status and type of employment.
Model C1 Model C2
Monthly net labor market income (natural logarithm) 0.285*** (0.014) 0.277*** (0.013)
Monthly net labor market income * GDR 0.176*** (0.025) 0.163*** (0.026)
Average actual work hours per week (natural logarithm) −0.177*** (0.016) −0.184*** (0.016)
Average actual work hours per week * GDR −0.046 (0.033) −0.078** (0.034)
Occupational status (natural logarithm) 0.190*** (0.020) –
Occupational status * GDR 0.089** (0.039) –
Self-employed – 0.317 (0.266)
Self-employed * GDR – 0.467 (0.299)
Blue collar worker – 0.163 (0.265)
Blue collar worker * GDR – 0.449 (0.296)
White collar worker – 0.312 (0.265)
White collar worker * GDR – 0.489* (0.296)
Civil servant – 0.495* (0.267)
Civil servant * GDR – 0.480 (0.304)
Other employment – −0.239 (0.272)
Other employment * GDR – −0.019 (0.096)
−2Loglikelihood 410,254.6 410,106.8
Note: See Table 2b.
References
Alatas, S.H., 1977. The Myth of the Lazy Native. Frank Cass, London.
Alesina, A., Fuchs-Schündeln, N., 2007. Good bye Lenin (or not?)—the effect of communism on people’s preferences. American Economic Review 97,
1507–1528.
Appadurai, A., 2006. Fear of Small Numbers: An Essay on the Geography of Anger. Duke University Press, Durham.
Beugelsdijk, S., Smeets, R., 2008. Entrepreneurial culture and economic growth: revisitingMcClelland’s thesis. American Journal of Economics and Sociology
67, 915–939.
Boltho, A., Carlin, W., Scaramozzino, P., 1997. Will East Germany become a new Mezzogiorno? Journal of Comparative Economics 24, 241–264.
Bond, M.H., 1988. Invitation to a wedding: Chinese values and economic growth. In: Sinha, D., Kao, H.S.R. (Eds.), Social Values and Development: Asian
Perspectives. Sage Publications, New Delhi, pp. 197–209.
Brandstätter, H., 1997. Becoming an entrepreneur—a question of personality structure? Journal of Economic Psychology 18, 157–177.
Brockhaus, R.H., 1982. The psychology of an entrepreneur. In: Kent, C., Sexton, D.L., Vesper, K.H. (Eds.), Encyclopedia of entrepreneurship. Prentice Hall,
Englewood Cliffs, New Jersey, pp. 25–48.
Brodbeck, F.C., Frese, M., 2007. Societal culture and leadership in Germany. In: Chhokar, J.S., Brodbeck, F.C., House, R.J (Eds.), Culture and Leadership Across
the World: The GLOBE Book of In-Depth Studies (GLOBE Book 2). Lawrence Erlbaum, Mahwah, New Jersey, pp. 147–214.
Clarke, H.D., Kornberg, A., McIntyre, C., Bauer-Kaase, P., Kaase, M., 1999. The effect of economic priorities on the measurement of value change. American
Political Science Review 93, 637–647.
Corbett, D., 2004, October. Breaking down the wall in the head. Deutsche Welle.
Corneo, G., Grüner, H.P., 2002. Individual preferences for political redistribution. Journal of Public Economics 83, 83–107.
Cramer, J.S., Hartog, J., Jonker, N., van Praag, C.M., 2002. Low risk aversion encourages the choice for entrepreneurship: the empirical test of a truism. Journal
of Economic Behavior & Organization 48, 29–36.
Cromie, S., 2000. Assessing entrepreneurial inclinations: someapproaches and empirical evidence. European Journal ofWork andOrganizational Psychology
9, 7–30.
Davis, D.W., Dowley, K.M., Silver, B.D., 1999. Postmaterialism in world societies: is it really a value dimension? American Journal of Political Science 43,
935–962.
Delacroix, J., Nielsen, F., 2001. Thebelovedmyth: protestantismand the rise of industrial capitalism innineteenth-century Europe. Social Forces 80, 509–553.
Di Tella, R., Haisken-De New, J., MacCulloch, R., 2010. Happiness adaptation to income and to status in an individual panel. Journal of Economic Behavior &
Organization 76, 834–852.
Di Tella, R., MacCulloch, R., 2005. Partisan social happiness. Review of Economics Studies 72, 367–393.
Di Tella, R., MacCulloch, R., 2006. Some uses of happiness data in economics. Journal of Economic Perspectives 20, 25–46.
Diener, E., Suh, E.M., Lucas, R.E., Smith, H.L., 1999. Subjective well-being: three decades of progress. Psychological Bulletin 125, 276–302.
Duch, R.M., Taylor, M.A., 1993. Postmaterialism and the economic condition. American Journal of Political Science 37, 747–779.
Easterlin, R.A., 2009. Lost in transition: life-satisfaction on the road to capitalism. Journal of Economic Behavior & Organization 71, 130–145.
Easterlin, R.A., Plagnol, A.C., 2008. Life-satisfaction and economic conditions in East and West Germany pre- and post-uniﬁcation. Journal of Economic
Behavior & Organization 68, 433–444.
Fagenson, E.A., 1993. Personal value systems of men and women entrepreneurs versus managers. Journal of Business Venturing 8, 409–430.
Federal Statistical Ofﬁce Germany, 2010. GENESIS-Online Database, https://www-genesis.destatis.de.
Ferrer-i-Carbonell, A., Frijters, P., 2004. How important ismethodology for the estimates of the determinants of happiness? Economic Journal 114, 641–659.
Finkelstein, A., Luttmer, E.F.P., Notowidigdo, M.J., 2009. Approaches to estimating the health state dependence of the utility function. American Economic
Review, Papers and Proceedings 99, 116–121.
Fox, R., 1985. Lions of the Punjab: Culture in the Making. University of California Press, Berkeley, CA.
Franke, R.H., Hofstede, G., Bond, M.H., 1991. Cultural roots of economic performance—a research note. Strategic Management Journal 12, 165–173.
Frey, S.R., 1984. Does N-achievement cause economic development? A cross-lagged panel analysis of the McClelland thesis. Journal of Social Psychology
122, 67–70.
Frey, B.S., Stutzer, A., 2002. What can economists learn from happiness research? Journal of Economic Literature 40, 402–435.
Ganzeboom, H.B.G., Treiman, D.J., 1996. Internationally comparable measures of occupational status for the 1988 international standard classiﬁcation of
occupations. Social Science Research 25, 201–239.
Gelman, A., Hill, J., 2007. Data Analysis Using Regression and Multilevel/Hierarchical Models. Cambridge University Press, Cambridge.
Gilleard, C.J., 1989. The achieving society revisited: a further analysis of the relation between national economic growth and need achievement. Journal of
Economic Psychology 10, 21–34.
Granato, J., Inglehart, R., Leblang, D., 1996. The effect of cultural values on economic development: theory, hypotheses, and some empirical tests. American
Journal of Political Science 40, 607–631.
Author's personal copy
804 A. van Hoorn, R. Maseland / Journal of Economic Behavior & Organization 76 (2010) 791–804
Häder, M., Häder, S., 1995. Turbulenzen im Transformationprozess: Die individuelle Bewältigung des Sozialen Wandels in Ostdeutschland 1990–1992.
Westdeutscher Verlag, Opladen.
Hall, J.B., Ludwig, U., 2006. Economic convergence across German regions in light of empirical ﬁndings. Cambridge Journal of Economics 30, 941–953.
Harrison, L.E., 1992. Who Prospers? How Cultural Values Shape Economic and Political Success. Basic Books, New York.
Inglehart, R., 1997. Modernization and Postmodernization: Cultural, Economic, and Political Change in 43 Societies. Princeton University Press, Princeton,
NJ.
Jackman, R.W., Miller, R.A., 1996. A renaissance of political culture? American Journal of Political Science 40, 632–659.
Kolinsky, E., Nickel, H.M., 2003. Reinventing Gender: Women in Eastern Germany Since Reuniﬁcation. Frank Cass, London, Portland.
Lelkes, O., 2006. Tasting freedom: happiness, religion and economic transition. Journal of Economic Behavior & Organization 59, 173–194.
Lucas, R.E, Clark, A.E., Georgellis, Y., Diener, E., 2004. Unemployment alters the set point for life satisfaction. Psychological Science 15, 8–13.
Lynn, R., 1991. The Secret of the Miracle Economy. Different National Attitudes to Competitiveness and Money. The Social Affairs Unit, London.
Maseland, R., van Hoorn, A., 2009. Explaining the negative correlation between values and practices: a note to the Hofstede-GLOBE debate. Journal of
International Business Studies 40, 527–532.
Maseland, R., van Hoorn, A., 2010. Values and marginal preferences in international business. Journal of International Business Studies 41, 1325–1329.
McCleary, R.M., Barro, R.J., 2006. Religion and economy. Journal of Economic Perspectives 20, 49–72.
McClelland, D.C., 1961. The Achieving Society. Van Nostrand, Princeton, NJ.
Morris, M.H., Davis, D.L., Allen, J.W., 1994. Fostering corporate entrepreneurship: cross-cultural comparisons of the importance of individualism versus
collectivism. Journal of International Business Studies 25, 65–89.
Moulton, B.R., 1990. An illustration of a pitfall in estimating the effects of aggregate variables onmicro units. Reviewof Economics and Statistics 72, 334–338.
Noland, M., 2005. Religion and economic performance. World Development 33, 1215–1232.
North, D.C., 1990. Institutions, Institutional Change and Economic Performance. Cambridge University Press, Cambridge.
Pryor, F.L., 2005. National values and economic growth. American Journal of Economics and Sociology 64, 451–483.
Raudenbush, S.W., Bryk, A.S., 2002. Hierarchical Linear Models. Second Edition. Sage, Thousand Oaks, CA.
Shiller, R.J., Boycko, M., Korobov, V., 1991. Popular attitudes toward free markets: the Soviet Union and the United States compared. American Economic
Review 81, 385–400.
Shiller, R.J., Boycko, M., Korobov, V., 1992. Hunting for Homo Sovieticus: situational versus attitudinal factors in economic behavior. Brookings Papers on
Economic Activity 1, 127–194.
Sinn, H.W., 2002. Germany’s economic uniﬁcation: an assessment after ten years. Review of International Economics 10, 113–128.
Sinn, H.W., Westermann, F., 2001. Two Mezzogiornos. NBER, Cambridge, Working Paper No. 8125.
Snijders, T.A.B., Bosker, R.J., 1999. Multilevel Analysis: An Introduction to Basic and Advanced Multilevel Modeling. Sage, London.
Snower, D.J., Merkl, C., 2006. The caring hand that cripples: the East German labor market after reuniﬁcation. American Economic Review, Papers and
Proceedings 96, 375–382.
Spence, J.T., 1985. Achievement American style: the rewards and costs of individualism. American Psychologist 40, 1285–1295.
Statistisches Ämter des Bundes und der Länder, 2010. Bruttoinlandsprodukt, Bruttowertschöpfung in den Ländern und Ost-West-Großraumregionen
Deutschlands 1991 bis 2009 Reihe 1, Band 1. Statistische Landesamt Baden-Württemberg, Stuttgart, Germany.
Swank, D., 1996. Culture, institutions, and economic growth: theory, recent evidence, and the role of communitarian polities. American Journal of Political
Science 40, 660–679.
Thomas, A.S., Mueller, S.L., 2000. A case for comparative entrepreneurship: assessing the relevance of culture. Journal of International Business Studies 31,
287–301.
Uhlig, H., 2006. Regional labor markets, network externalities and migration: the case of German reuniﬁcation. American Economic Review, Papers and
Proceedings 96, 383–387.
Uhlig, H., 2008. The slow decline of East Germany. Journal of Comparative Economics 36, 517–541.
van Praag, B.M.S., Frijters, P., Ferrer-i-Carbonell, A., 2003. The anatomy of subjective well-being. Journal of Economic Behavior & Organization 51, 29–49.
Wagner, W., 1999. Deutscher, proletarischer und moralischer—Unterschiede zwischen Ost- und Westdeutschland und ihre Erklärung. In: Brähler, E., Berth,
H. (Eds.), Deutsch-deutsche Vergleiche—Psychologische Untersuchungen 10 Jahre nach dem Mauerfall. Verlag für Wissenschaft und Forschung, Berlin,
pp. 53–69.
Wagner, G.G., Frick, J.R., Schupp, J., 2007. The German socio-economic panel study (SOEP)—scope, evolution and enhancements. Schmollers Jahrbuch 127,
139–169.
Weber, M., 1930 [1904/5]. The Protestant Ethic and the Spirit of Capitalism. Translated by Talcott Parsons. Routledge, London and New York.
Williamson, O.E., 2000. The new institutional economics: taking stock, looking ahead. Journal of Economic Literature 38, 595–613.
Zimmermann, A.C, Easterlin, R.A., 2006. Happily ever after? Cohabitation, marriage, divorce, and happiness in Germany. Population and Development
Review 32, 511–528.
